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(14 WHAT IS NORMAL ? 


F I were asked for a definition of norrual, the best answer I could give would be that 
| for any given time, normal is an average of the past and future. If I had been asked 

what was normal in 1929, I could not have given an accurate answer, as then only 
the past was known, and on the basis of only the preceding years, undoubtedly I would 
have assumed normal to be far higher than subsequent events showed it tobe. It is easy 
at the present time to compute a normal for 1929 because we can see the year in its true 
perspective to the period that preceded it and the period that followed. 


It is never possible to state definitely what normal is at the present time. I do not know 
just what normal real estate activity is at the present time. I know what realestate activity 
has been during the past 100 years, and I have some rather definite ideas on what normal 
probably is now, but it will be8 or 9 years before I can look back in retrospect and say that 
in the last part of 1954, normal real estate activity was thus and so. 


The foregoing assumes that ‘normal” is subject to change, and it has been changing in- 
sofar as real estate is concerned over the entire history of the United States. More pecul- 
iarly, normal real estate activity is different in different parts of the United States. In 
the older sections of the country like New England, there are ‘normally” fewer real estate 
transfers year in and year out in relationship to the number of families than there are in 
rapidly growing areas like theSouthwest and the West Coast. In New England, for instance, 
at the present time we are assuming that 48 transfers per month per 10, 000 families is 
normal, and on our regional chart for New England, if transfers are taking place at a more 
rapid rate than that, our chart will indicate that real estate activity is above normal. Over 
a very long period of years, the economy in this area has been geared to that level of real 
estate activity. The number of persons in the real estate business is such that this amount 
of activity can be taken care of in the “normal” course of business. A larger number of 
transfers brings about boom conditions, while a smaller number brings about distress, par- 
ticularly among those who depend for their living on selling real estate. In contrast, on the. 
West Coast, 119 transfers per month is ‘normal.” There, the number of persons employed 
in the real estate fieldis geared to alarge volume ofvoluntary transfers. If the number ex- 
ceeds 119 by a considerablepercentage, boom conditions are indicated, but when thenumber 
falls below 119, real estate salesmen complain, and many are forced out of business. 


The two long charts on the center spread of this report show our figures on rea] estate 
activity for the urban areas of the United States from 1910 to the present. The top chart 
shows in blue these figures expressed as the number of transfers per month per 10, 000 
families, while our computed normal is shown in red. The chart along the bottom of the 
page shows our boom and depression chart for real estate activity in which the various 
months and years are charted as a percentage above or below our computed normal line. 
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The concept of normal is rather peculiar in some respects. Suppose, for instance, that 
ina country in which the number of families remainedthe same over a period of years, real 
estate activity was computed, and at the beginning of the period was found to be 10% above 
“normal.” Suppose real estate activity continued at this numerical! level for a period of 20 
years. At the end of this time real estate activity would be approaching normal, as after 
that long a period the larger number of transfers would have become normal. 


The figures we have compiled on various sections of the United States and also the fig- 
ures on various communities in Europe would indicate that in a new, rapidly growing terri- 
tory, more real estate transfers take place in relationship to the number of families than 
take place in older, matured communities. In fact, in some cities in Europe, real estate 
brokerage forms a very small percentage of the real estate business, as real estate 
changes hands rather infrequently. 


Our charts would also indicate that as the newer areas mature, the amplitude of the 
swings from boom to depressionin their cycles gradually decreases until in the older areas 
there is not nearly so great a difference between the number of sales in a boom year and 
the number of sales in a depression year. 


From the United States Census we can find the number of proprietors and brokers in the 
real estate business in the United States each 10 years from 1910 through 1950. We can 
also compute the approximate number of voluntary transfers of real estate each year, and 
by comparing the number of persons in the business with the number of voluntary transfers 
we arrive at the following figures. In 1910, approximately 21 voluntary transfers took place 
per person in theindustry. From 1910 to 1918 real estate was in a declining trend, witha 
sharp upward movement in real estate activity in 1919 and 1920. Apparently at the start of 
the boom the number of persons in the brokerage business increased very slowly, while 
transfers increased more rapidly, and in 1920, 22 voluntary transfers of real estate 
took place per person in the business. We then went through the big realestate boom of the 
twenties. The number of persons in the real estate business increased sharply, but the 
real estate market started shrinking in 1926, and shrank very rapidly during 1929. Appar- 
ently, by 1930 relatively few people had left the business, and with avery large number of 
people in the business and with a sharply contracted number of transfers, voluntary trans- 
fers averaged about 114 per person in the industry. All during the long depression of the 
thirties the number of personsin the industry was declining, as many of the fairly success- 
ful operators in the twenties found it impossible to make a living during the thirties. By 
1940, the number of persons in the business had shrunk considerably, but sales had again 
started increasing, and as a result 134 voluntarytransfers took place per real estate oper- 
ator. Then theboom gotinto high speed and reached its peak fromthe standpoint of activity 
in 1946. The number of persons in the industry increased, but not so rapidly as the number 
of transfers. In 1950, approximately 18 voluntary transfers of real estate took place for 
every person in the real estate business. 


When the number of transfers per person in the industry is increasing rapidly, real es- 
tate operators are making large amountsand the reai estate business has all of the charac- 
teristics of a boom business. When the number of transfers starts to decline, however, the 
number of individuals in the business declines at a slower rate and the number of transfers 
per persnn in the business decreases sharply, the average earnings of rea estate opera- 
tors decline, and real estate men will tell you that their business is below “normal.” 














